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Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

In the Matter of Unbundling
of Local Exchange Carrier
Common Line Facilities

REPLY COMMENTS OF AT&T CORP.

Pursuant to the Commission's Public Notice of

March 10, 1995, AT&T Corp. ("AT&T") submits this reply to

comments on the Petition for Rulemaking filed by MFS

Communications Co., Inc. ("MFS,,).l The comments confirm

that the benefits of competition can be both positive and

profound, and that the Petition presents an opportunity

for the Commission to begin to establish all of the

conditions necessary to determine whether these benefits

can be extended to the provision of exchange access and

local exchange services.

The commenters are nearly unanimous in their

support of unbundling of the local loop and their

recognition that unbundling is an essential step in

creating conditions that will best test the potential for

competition in the provision of switched access and local

exchange services. 2 These commenters -- comprised of

A list of the commenters is attached as Appendix A.

2 See, ~' Ameritech, p. 1; NYNEX. p. 2; MCI, p. 2;
Sprint, p. 1; Allnet, p. 2; TCG, p. 1; Cox, p. 2.
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local exchange carriers, interexchange carriers, cable

companies, and competitive access providers alike -

confirm that unbundling is manifestly in the public

interest, because it can be an important step in bringing

to switched access and local exchange customers the

increased efficiency, innovation, and choice that

characterizes other, vigorously competitive

telecommunications markets.

Only one commenter -- Southwestern Bell

Telephone Company ("SWB") -- suggests (p. 19) that

unbundling of the local loop may not be in the public

interest. SWB argues (id.) that the ~efficacy" and

desirability of unbundling depends on several factors,

including the prices established for use of the local loop

and for access services. AT&T agrees that pricing of the

local loop and of other local exchange facilities is a

significant factor in ensuring that unbundling promotes

competition in the provision of exchange access and local

exchange services to the maximum extent feasible. Without

appropriate, cost-based rates, unbundling will not provide

alternative exchange access and local exchange service

providers a genuine opportunity to determine whether they

can compete with incumbents. However, contrary to what

SWB suggests, it is to ensure that these pricing issues

are fully considered and resolved in favor of competition

that the Commission should initiate a rulemaking on

unbundling.
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A few commenters also maintain that the local

loop is not a bottleneck or essential facility,3 and thus

need not be unbundled or otherwise be opened to potential

competition. These commenters suggest that developing

technologies and certain facilities under construction by

cable companies and competitive access providers already

offer viable alternatives to the local loop.4 At a

minimum, they suggest, this construction shows that

replication of the local loop is not prohibitively

expensive. They argue further that the local loop is not

an essential facility, because functional equivalents

private line or special access termination channels -- are

currently available. 5

Each of these claims is completely incorrect.

As demonstrated in the Petition and elsewhere, the

alternative technologies cited by these commenters are

still developing and offer no more than uncertain

prospects for the provision of exchange access and local

exchange services. Cellular service currently lacks the

capacity, quality, and security reliably to provide local

3 See, ~, SWB, pp 6-14.
BellSouth, p. 6-9.

Bell Atlantic, pp. 8-10;

5

See, e.g., NYNEX, pp. 4-7; BellSouth, pp. 7-8; GTE, pp.
13-19; Southwestern Bell, pp. 9-11, 16-18.

See, e.g., BellSouth, pp. 9-15; GTE, pp. 23-29.
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loop functionality. PCS systems are not yet even under

construction, much less operational. The Commission has

not completed its auctions of pes spectrum, no broadband

licenses have been awarded and the types of services

likely to be provided are not yet clear. Cable systems

are not currently equipped to perform switching or other

basic exchange access and exchange functions, and it is

very uncertain whether they can be economically so

equipped. Indeed, despite references to certain targeted

attempts to provide exchange access and local exchange

services in the future, no commenter can identify a single

alternative loop provider that currently offers ubiquitous

or widespread service using its own facilities within even

one local exchange service area.

Private lines and special access channels are

not the functional equivalents of the local loop requested

in the Petition. As demonstrated in the Petition, private

lines and special access channels are not well-suited to

typical residential customers and may be efficient only

for high-volume subscribers. Moreover, requiring

alternative carriers to use private lines and special

access channels in order to offer exchange access and

exchange services, while affording incumbent local

exchange carriers the freedom to choose between private

lines, special access channels, and the local loop, will

not create a meaningful test of whether competition can

develop broadly in the provision of exchange access and
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local exchange services. Finally, in addition to these

constraints, the current state of alternative provision of

private line and special access services is itself

extremely limited and embryonic -- to the point that it

cannot today offer even a significant competitive threat

to the LEC monopoly of those services.

Some commenters argue that the Commission should

not act on unbundling until the Commission reforms its

access rate structure and addresses universal service

issues. 6 Other commenters argue that the Commission must

consider interconnection, number portability, and

collocation arrangements in connection with unbundling

. t 7requlremen s. The numerous important and related issues

identified by these commenters confirm that the best

approach is for the Commission to initiate a broad

rulemaking in which it comprehensively addresses all of

the conditions necessary to promote exchange access and

exchange competition to the maximum extent feasible. 8

Several commenters assert that the Commission

lacks jurisdiction to require unbundling of the local loop

6 See, e. g. , USTA, pp. 1-2; BellSouth, p. 18; GTE, pp. 46
-50; Sprint, pp. 3-5; LDDS, pp. 10-11.

7 See, Cox, pp. 2-9; TCG, 1-3.pp.

8 See, AT&T, p. 9-12; Sprint, pp. 2-3.
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as requested in the Petition. 9 Alternatively, these

commenters argue that the Commission should deny the

Petition in order to allow the states, some of which are

currently conducting local competition dockets, to resolve

unbundling issues for themselves.

These arguments are without merit. It cannot be

disputed that the Commission has jurisdiction over the

local loop to the extent that it is used in the provision

of interstate services, such as interstate switched

access. To further the public interest, the Commission

can and should exercise its jurisdiction over the local

loop to foster competition in the provision of interstate

access services. Moreover, the Communications Act also

empowers the Commission to ensure the development of a

rapid and efficient nationwide telecommunications network,

and to pre-empt, where necessary, state regulation that

frustrates the exercise of federal jurisdiction to achieve

that end. 10 To ensure consistency and thereby ensure that

9

10

See, ~, NARUC, pp. 6-10; NYPSC, pp. 3-6; PaPUC, p.
3-5; BellSouth, pp. 16-18; SWB, pp. 2-5.

The Commission has previously exercised this authority
to secure the federal interest in competition in the
customer premises equipment and enhanced services
markets. See Computer and Communications Industry
Association v. F.C.C., 693 F.2d 198 (D.C. Cir. 1982);
Filing and Review of Open Network Architecture Plan, 4
F.C.C. Rcd. 1 (1988); Amendment of Part 69 of the
Commission's Rules Relating to the Creation of Access
Charge Subelements for Open Network Architecture, 6
F. C. C. Rcd. 4524 (1991) .
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opportunities for competition are maximized, the

Commission should use its knowledge and expertise to lead

the states in establishing the necessary conditions for

tests of competition in the exchange access and local

exchange marketplace.

Finally, a few RBOCs repeat the claim that

unbundling should not be considered until the interLATA

service restrictions imposed on the Bell Operating

Companies by the Modification of Final Judgment (~MFJ")

are removed. 11 As AT&T has demonstrated on numerous other

occasions,12 the potential benefits of vigorous

competition in the provision of exchange access and local

exchange services are enormous, and they independently

justify efforts to promote competition in the markets for

these services. 13 Further, unless and until the local

exchange and local access markets become competitive,

11

12

See, e.g., SWB, p. 55.

See In The Matter of a Petition for a Declaratory
RUling and Related Waivers to Establish a New
Regulatory Model for the Ameritech Region, DA-93-481i
Comments of AT&T, pp. 37, 45-46.

13 As the Illinois Commerce Commission recently ruled, the
promotion of competition in the provision of local
exchange and exchange access services is in the public
interest, independent of MFJ relief for Bell Operating
Companies. See Illinois Bell Telephone Company,
Proposed Introduction of a Trial of Ameritech's
Customers First an in Illinois, Dkt. No. 94-0096 et
al., Order, pp. 34-38, April 7, 1995.
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there is no basis for considering relief from the MFJ's

line-of-business restrictions.

WHEREFORE, for the reasons stated above and in

AT&T's comments, the Commission should grant the Petition

of MFS for a rUlemaking.

Respectfully submitted,

AT&T CORP.

BY:Gk:J. 1~
~k c. Rosenblum
John J. Langhauser
Aryeh S. Friedman
Clifford K. Williams

Its Attorneys

295 North Maple Avenue
Room 3252G3
Basking Ridge, New Jersey 07920
(908) 221-2717

April 25, 1995



APPENDIX A

1. AT&T Corp. ("AT&T")

2. GTE Service Corporation (~GTE")

3. Southwestern Bell Telephone Company (~SWB")

4. Public Service Commission of Maryland (~Maryland

PSC")

5. LDDS Communications, Inc. (~LDDS")

6. The Competitive Telecommunications Association

(~Comptel")

7. National Association of Regulatory utility

Commissioners (~NARUC")

8. Dow, Lohnes & Albertson

9. FiberLink (~FiberLink")

10. Allnet Communication Services, Inc. (~ALLNET")

11. Intermedia Communications of Florida, Inc.

(~Intermedia")

12. Teleport Communications Group Inc. (~TCG")

13. McLeod Telemanagement, Inc. (~McLeod")

14. United States Telephone Association (~USTA")

15. Sprint Corporation (~Sprint")

16. MCI Telecommunications Corporation (~MCI")

17. MFS Communications Company, Inc. (~MFS")

18. Pennsylvania Public Utility Commission (~Pa PUC")

19. Ameritech (~Ameritech")

20. BellSouth Telecommunications, Inc. (~BellSouth")

21. The NYNEX Telephone Companies (~NYNEX")

22. Pacific Bell (~PacBell")

23. Bell Atlantic (~Bell Atlantic")
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CERTIFICATE OF SERVICE

I, Vi Carlone, do hereby certify that on this

25th, day of April 1995, a copy of the foregoing "Reply

Conunents of AT&T Corp." was mailed by United States first

class mail, postage prepaid, to the parties listed on the

attached service list.

Vi Carlone

Attachment
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